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testator, intestate or predecessor does not exceed £1000, or where the 
person taking the legacy or succession is a widow or a child of the testa- 
tor, intestate or predecessor, and the total amount of the legacy or 
succession claimed by the same person does not exceed £10,000. These 
exceptions are considerable higher than under the old law and afford 
some relief to those now subject to the higher rates. 

The income tax rate has not only been increased but a super tax on 
incomes over £5000 has been added. The rate in force during 1907- 
1908 was one shilling but under the proposed law, it is to be raised to one 
shilling two pence. 

The new feature of the English income tax law is the super tax. The 
characteristic feature of the English income tax up to date has been the 
system of collection at the source without any attempt at progression in 
the rate. In fact, it is a much disputed question whether or not a pro- 
gressive rate can be used if the tax is collected at the source. England 
has attempted to solve the problem by adding a super tax but at the same 
time, has wisely retained the plan of collecting the bulk of the tax before 
the income reaches the recipient. The super tax seems to necessitate a 
personal declaration of total income. 

The plan is as follows: the regular one shilling two pence tax is col- 
lected so far as possible at the source, and then an additional six pence 
tax on the pound is levied upon the individual's total income in excess of 
£3000 regardless of source, but only when his total income exceeds £5000. 
If his total income be less than £5000 the tax would not begin at the 
£3000 point. 

Such, in brief, are the important tax items of the proposed budget. 
No attempt has been made to discuss the significance of the budget nor 
yet the tendencies. 

Robert Argyll Campbell. 

Taxation — Inheritance, Income and Corporation Taxes — United 
States. 

The task of the present congress (sixty-first, first session) is to 
revise the tariff and provide revenue sufficient for carrying on all the 
branches of the federal government. There is a strong belief in con- 
gress — in fact it is almost certain — that the new tariff schedules will 
not yield adequate revenue even if careful economy in administration 
is practiced. This being true, it is evident that other means of obtain- 
ing revenue must be resorted to. The vital question is, What means? 

At one time or another, each branch of congress and the president 
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have had definite plans, and the plans of each have conflicted with the 
plans of the other. Even within the senate, there is no harmony and 
the president has reversed his decision and changed from the advocacy 
of an income tax to the advocacy of a corporation tax. Within the 
house alone does there seem to be harmony. The house proposed and 
worked for an inheritance tax, members of the senate introduced and 
struggled for an income tax and the president suggested and urged 
a corporation tax. The politics of the situation will not be discussed, 
only the bills as introduced and modified. 

The Inheritance Tax. The inheritance tax is a house measure. 
This form of taxation has been introduced, successfully worked out, 
and administered in a majority of the states, and for this reason mainly, 
tax experts have resolved that this source of revenue should be denied 
to the nation and reserved entirely to the states. The house, however, 
deemed that it should serve as a source of national revenue as well 
as state. This tax is to be imposed upon the transfer of any property, 
real or personal, of the value of $500 or over or of any interest in or 
income from property if that transfer is made to persons or corpora- 
tions within the United States in either of the two following cases: 
first, when the transfer is made by residents of the United States or 
any of its possessions except the Philippine Islands; and second, when 
the transfer is made by a non-resident if the property is located within 
the United States or any of its possessions except the Philippine Islands. 
The law is to apply regardless of the form of conveyance and regard- 
less of the time when the transfer is made or is to take effect. 

This tax, as is usual with all taxes on inheritances, is divided accord- 
ing to relationship into the direct and collateral; but contrary to the 
usual practice, the tax imposed on property inherited by collateral 
heirs is to be at the flat rate of 5 per cent upon its clear market value 
above the $500 exemption allowed, while in the case of direct heirs, 
the rate is not flat but progressive and larger exemptions are allowed. 
The rate may be flat on either the direct or the collateral and is in a 
majority of the states, but when the rate is progressive, it is more 
highly so when property is inherited by collateral than when inherited 
by direct. 

When property real or personal or any beneficial interest in property 
passes to or for the use of any direct heir, ancestor or one close of kin, 
it is not to be taxed if it is valued at less than $10,000. The exemption, 
however, stops here, and if the real or personal property or any bene- 
ficial interest in such property is of the value of $10,000 but not exceed- 
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ing $100,000 it is taxable at the rate of 1 per cent; if it exceeds $100,000 
but does not exceed $500,000 at the rate of 2 per cent; and if it exceeds 
$500,000 at the rate of 3 per cent. These taxes are to be levied on the 
clear market value of the property or interest in each case and only 
upon the amount left after the deduction of the exemption allowed. 

Any property devised or bequeathed for any religious, educational, 
charitable, missionary, benevolent, hospital or infirmary purposes is 
to be exempt from the provisions of the law and in addition to this, 
any personal property other than money or securities bequeathed 
to corporations or associations organized exclusively for the moral or 
mental improvement of men or women, or for scientific, literary, 
library, patriotic, cemetery or historical purposes, or for the enforce- 
ment of laws relating to children or animals, is not to be considered in 
the levy of the tax. 

If the tax as levied is paid within six months from the time it accrues, 
a discount of 5 per cent is to be allowed and deducted but if the tax 
is not paid within eighteen months from the time it accrues, interest 
is to be charged and collected at the rate of 10 per cent per annum, 
unless claims made upon the estate, necessary litigation, or other 
unavoidable causes of delay make it impossible to determine and pay 
the tax. In such cases, interest at the rate of 6 per cent per annum 
is to be charged from the time the tax is due until the cause of the 
delay is removed, and after that the old rate of 10 per cent. The 
tax or duty is not due or payable until one year after the death of the 
donor and is to be a lien and charge upon the property for twenty 
years unless it is fully paid within that time. 

The administration of the law is necessarily much different than 
in the states. There the administration centers around the state pro- 
bate court. The court officers are also the administrators of the law 
and no estate can be probated and settled until the tax is either paid 
or very good security given. Estates are probated in the state and 
not in the national courts, and this being true, the nation must resort 
to other means. The administrator is held personally liable for the 
tax as proposed, but there is no means of stopping the final settlement 
of the estate. Every executor, administrator or trustee having any 
legacy or distributive share in trust is to give notice in writing to the 
collector or deputy collector of the district where the grantor last 
resided. This must be done within thirty days after the administrator 
takes charge of the estate and he must before distribution to the lega- 
tees, pay to the collector or deputy collector the amount of the tax 
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assessed upon the distributive share. As a check upon the payment, 
the administrator is required to make a statement under oath in dupli- 
cate of the amount of the legacy or distributive share. This state- 
ment is to contain the names of all persons entitled to a beneficial 
interest in the estate, together with a statement of the clear value 
of the interest. The duplicate is to be delivered and the tax paid to 
the collector and when this statement is delivered and the tax paid, a 
receipt is given which is declared to be sufficient evidence to entitle 
the administrator to be credited and allowed the payment in every 
court having power to settle the accounts of executors or adminis- 
trators. If the administrator refuses to pay the tax or otherwise 
comply with the law, the collector must commence appropriate pro- 
ceedings before any court of the United States against the persons 
having actual possession of the property or estate and if necessary 
subject it to seizure and sale. 

The chief objection to the proposed national inheritance tax is that 
it is already in use by the states. The states have developed and 
perfected it. They need the revenue. Even granting this, the national 
tax might be justified if the rate were high enough to regulate large 
fortunes, but in the particular bill in question, they are not. Another 
fault with the proposed measure is that the rate should be made pro- 
gressive among collateral as well as among direct heirs, the rate should 
increase as the relationship of the recipient grows more distant and the 
amount inherited increases. 

The Income Tax. The income tax received considerable attention 
in the senate. Two separate bills were introduced, one by the Senator 
Cummins providing for a personal declaration and a progressive rate, 
and one by Senator Bailey, providing for a tax on corporations and a 
flat rate. 1 The opposition against both was strong and well organ- 
ized. This struggle resulted in a compromise which is practically Sentaor 
Bailey's bill with all of the characteristics of his original and with but 
few modifications. 

The compromise measure provides for a flat rate and the system 
of collection at the source in the case of corporations. The flat rate 
in the original bill has been changed from 3 per cent to 2 per cent, 
and if the stockholder of a corporation has a total income of less than 
$5000, then the amount of the tax paid by the corporation on his 
share is to be refunded to him by the government. The intent is to 

1 Reviewed in the August number of the Review. 
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exempt any person whose total income is less than $5000 from the 
payment of the tax either directly or indirectly. One very important 
addition made in the compromise measure is the provision authorizing 
the secretary of the treasury to prescribe and establish such a system 
of bookkeeping as is necessary to insure uniformity of reports. 

Broadly speaking, it may be said that the income tax is the most 
just in theory and the least just in actual practice. It has some defects 
in theory and is not an entire failure in actual practice. It belongs 
to the nation rather than to the state and there is reason to believe 
that a national law can be successfully administered. 

The Corporation Tax. The corporation tax has been introduced 
at the suggestion of the president and for various reasons is meeting 
with much favor. Every corporation, joint stock company, or asso- 
ciation organized for profit and having a capital stock represented 
by shares, and every insurance company, organized under the laws of 
the United States or of any state, territory, or dependency, or organ- 
ized in any foreign country and engaged in business in any state, ter- 
ritory or dependency of the United States, is to be subject annually to a 
special excise tax equivalent to 1 per cent upon the entire net income 
over and above $5000 received by it from all sources during the year 
exclusive of amounts received by it as dividends upon stock of other 
corporations, or if the corporation is organized under the laws of any 
foreign country, then upon the amount of net income over and above 
$5000 received by it from business transacted and capital invested 
within the United States and its dependencies. 

The law, however, is not to apply to labor, agricultural or horti- 
cultural organizations, or to fraternal beneficiary societies, orders or 
associations operating under the lodge system and providing for the 
payment of life, sick, accident, or other benefits; nor to domestic build- 
ing and loan associations organized and operated exclusively for the 
mutual benefit of its members, nor to any corporation or association 
organized and operated exclusively for religious, charitable or educa- 
tional purposes, no part of the net income of which inures to the bene- 
fit of any private stockholder or individual. 

The net income of domestic corporations is to be ascertained by 
deducting the following items from the gross income: all the ordinary 
and necessary expenses actually paid in the maintenance and operation 
of the business and properties, including all charges, such as rentals 
or franchise payments required to be made as a condition to the con- 
tinued use or possession of property; all losses actually sustained 
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within the year and not compensated by insurance or otherwise, includ- 
ing a reasonable allowance for depreciation and in the case of insurance 
companies, the sums other than dividends paid within the year on 
policy and annuity contracts and the net addition, if any, required 
by law to be made to reserve funds; interest actually paid within the 
year on its funded or other indebtedness up to an amount not exceed- 
ing the paid up capital stock of the corporation outstanding at the 
close of the year, and in the case of banks and trust companies, all 
interest actually paid during the year on deposits; all sums paid 
within the year for taxes imposed under the authority of the United 
States, state or territory, or imposed by the government of any for- 
eign country as a condition to carrying on business there; and all 
amounts received by it within the year as dividends upon the stock 
of other companies or corporations. 

The principle governing the deductions allowed foreign corporations 
is the same as for domestic, but the law must necessarily be modified 
a little and the business of a foreign corporation carried on in America 
is looked upon as a unit and the corresponding deductions allowed. 
In addition to these deductions from the gross income, there is to be a 
deduction of $5000 from the net income, the tax to be computed only 
on the net income above that amount. 

On or before the first of March each year, the president, vice-presi- 
dent, or other principal officer and the treasurer or assistant treasurer 
of every company or corporation must make a true and accurate return 
to the collector of the district in which the company or corporation 
has its principal place of business. This return is in a form drawn up 
by the commissioner of internal revenue and approved by the secretary 
of the treasury and must set forth the total amount of the paid up 
capital stock of the company or corporation outstanding at the close 
of the year, the total amount of the bonded or other indebtedness, the 
gross amount of income received during the year from all sources, 
the total amount of all the ordinary and necessary expenses actually 
paid out of earnings in the maintenance and operation of the business 
and properties of the company or corporation, stating separately all 
charges, such as rentals or franchise payments required to be made 
as a condition to the continued use or possession of property, the total 
amount of all losses actually sustained during the year, and not com- 
pensated by insurance, stating separately any amounts allowed for 
depreciation of property and in the case of insurance companies the 
sums other than dividends paid on policy and annuity contracts and 
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the net addition, if any, required by law to be made to reserve funds, 
the amount of interest actually paid within the year on its bonded or 
other indebtedness to an amount not exceeding the paid up capital 
stock of the company or corporation outstanding at the close of the 
year, and in the case of banks and trust companies all interest paid 
by it within the year on deposits, the amount paid within the year 
for taxes, United States, state, territory, or even foreign if imposed as 
a condition to carrying on business there, and finally the net income 
after making those deductions as authorized. Foreign companies and 
corporations must make a report on these same items but it is only 
for that part of the business carried on in the United States, its terri- 
tories, Alaska and the District of Columbia. All of these returns 
when received are to be transmitted by the collector to the commis- 
sioners of internal revenue. 

Whenever evidence is produced before the commissioner of internal 
revenue, justifying in his opinion the belief that the return made by 
any company or corporation is incorrect, or whenever any collector 
reports to the commissioner of internal revenue that any company or 
corporation has failed to make a return as required by law, the commis- 
sioner of internal revenue may require such further information with 
reference to its capital, income, losses and expenditures as he may 
deem expedient, and the commissioner of internal revenue, for the 
purpose of ascertaining the correctness of the return or for the purpose 
of making a return where none has been made is authorized by any 
regularly appointed revenue agent specially designated by him for 
that purpose, to examine any books and papers bearing upon the mat- 
ters required to be included in the return of the company or corpora- 
tion and to require the attendance of any officer or employees and take 
their testimony. The commissioner may also invoke the aid of any 
court of the United States to require the attendance of the officers or 
employees of the company or corporation and the production of their 
books and papers. With this information in his possession the com- 
missioner may amend any return or make a return where none has 
been made. All returns made are to be retained by the commissioner 
of internal revenue and the assessments made by him. 

When any return is made with false or fraudulent intent, the com- 
missioner must add 100 per cent, and in case of refusal or neglect to 
make or verify a return he must add 50 per cent. 

All assessments are to be made and the several companies and cor- 
porations notified of the amount for which they are liable on or before 
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the first day of June of each successive year and the taxes arc to be 
paid on or before the thirtieth day of June. Any sum or sums due and 
unpaid after that date are to be collected with 5 per cent additional 
and 1 per cent per month interest as a penalty for the neglect and 
delay. In addition to this, if any of the companies or corporations 
refuses or neglects to make a return or renders a false or fraudulent 
return, they are made liable to a penalty of not less than $1000 and not 
exceeding $10,000. Any person making a false or fraudulent return or 
statement with intent to defeat or evade assessment, is to be deemed 
guilty of a misdemeanor and subject to a fine not exceeding $1000 or 
to imprisonment not exceeding one year or both, at the discretion of 
the court. 

It is also made unlawful for any collector, deputy collector, agent, 
clerk, or other officer or employee of the United States to divulge any 
information obtained by him in the discharge of his official duty or 
to make known the contents of any document received, evidence taken, 
or report made, except upon the special direction of the president. 
Any offense against this rule is made punishable by heavy fines, or 
imprisonment, or both. 

When the assessment is made, the returns, together with any cor- 
rections which may have been made by the commissioner, are to be 
filed in the office of the commissioner of internal revenue, and are to 
be public records and open to inspection as such. 

Such, in full, are the provisions of the three schemes proposed by 
the government for raising additional revenues. 

Congress has at last revised the tariff, adopted the corporation tax 
as a means of raising additional revenue, and adjourned. The inherit- 
ance tax was neglected entirely, the income tax voted down, and a 
proposed constitutional amendment permitting the introduction of an 
income tax passed. 

The situation is not altogether deplorable. The inheritance tax in 
the form introduced should have been voted down. The inheritance 
tax belongs to the states and has no place in the financial system of 
the nation. The income tax bill, while the best that has been intro- 
duced in America, is still defective, and more study and thought must 
be given to its administration. If the constitutional amendment passes 
the way will be clear to introduce an income tax modeled after those 
of foreign countries. In the meantime, the administration of the cor- 
poration tax will throw light on the difficulties of administering the 
income tax. It is true, the corporation tax will be shifted in whole or 
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in part, depending largely on whether the business is subject to com- 
petition or is a monopoly. It will, however, expose some of the evils 
of corporate management and in the end may give way to a just and 
well administered income tax. 

Robert Argyll Campbell. 

Workingmen's Insurance. Proposed Codification of Laws in Germany. 

On April 2 of this year, the chancellor presented to the Bundesrat 
a proposed reform of the workmen's insurance law3. This is not simply 
an amendment of the existing laws, but an entire reenactment. The 
proposed code covers 286 quarto pages and the explanation accompany- 
ing it adds 133 pages. 1 

No radical reorganization is attempted, the threefold division into 
sickness, accident, and invalidity insurance being retained. It is 
proposed, however, to unify the administration by organizing local 
administrative bodies to deal with all forms of insurance. Above 
these will be the Oberversicherungsamter, and above them the imperial 
(or provincial) insurance bureau. It is hoped by this means to relieve 
the imperial insurance bureau of its excessively large number of cases. 

It is impossible to take up all of the proposed changes here. On the 
whole, the most significant feature, aside from the reorganization of 
tribunals above mentioned, is the extension of the system to cover 
additional classes of persons. Of especial interest is the addition of 
Hinterbleibenbeziige, that is, pensions for widows and orphans who are 
incapacitated. The labor press, while approving the extensions, is 
opposed to the reform in procedure as being less democratic than the 
old methods. 

M. O. Lorenz. 



2 Entwurf einer Reichsversicherungsordnung. Amtliche Ausgabe mit Begrun 
dung, Berlin, Carl Heymanns Verlag, 1909. 



